Korvette Acquisition 
Expected to Be Nucleus 
For 

r -Wf>dmfON FILF 

NAC Handles Concern’s Charges 1 
In Baltimore Area; Expansion 
Planned for Card .Outsations 

^■ J<1 i.l Stk^t .Jour nal Staff Hr porter 

NE\V Y ORK —E^^B KorveTO^jg^. ’s pur¬ 
chase of a Baltimore-based Tmanceand per¬ 
sonal loan concern is expected to provide the 
nucleus of its own credit-financing, operation. 

The department store chain, about 16% of 
whose sales are currently made on credit 
handled by finance concerns run by others, 
announced late Wednesday it agreed to pay 
118,774 of its common shares for NAC Charge 
Plan & Northern Acceptance Corp. of Balti¬ 
more. The transaction has an indicated value 
of almost $5 million. 

NAC currently handles Korvette charges in 
the Baltimore area but it is expected to be -1 
come the nucleus of a “finance division” of 
Korvette. an NAC official said. Korvette will 
introduce its own charge card in areas where 
one isn’t currently available and it will be 
used in addition to “universal” cards accepted | 
by Korvette, according to Jack Schwardon, j 
Korvette’s president. Uni-Serv Corp. of New 
York currently services Korvette with its Uni- 
Card in the New York metropolitan area. 
Considerable Departure 

Acquisition of NAC, which is subject to ap¬ 
proval of the finance company’s stockholders, 
marks a considerable departure from Kor-' 
vette’s recent interests. However, Joseph 
Lamm, executive vice president, recently said 1 
Korvette was considering taking over financ- 1 
ing of its own credit sales and branching into 
new fields. 

NAC handles credit cards for a number of 
Baltimore concerns. It financed credit sales 
j totaling about $16 million last year. That figure 
is expected to rise to $20 million to $25 million 
this year, however, according to an NAC 
i spokesman. Included in the projection is about 
$3 million in billings for a “professional” 
charge plan that finances the bills of physi¬ 
cians and dentists. 


NAC also owns five small loan companies 
that specialize in consumer finance as well as 
personal loans. This business is also expanding, 
a spokesman said. 

NAC’s net profit last year rose to $256,563, 
or 42 cents a share, from $190,150. or 30 cents 
a share, in 1963. Gross income advanced to 
$2,566,000 from $2,183,000. 

“Great Enthusiasm” 




Benjamin Blank, president of NAC. is ex¬ 
pected to join Korvette to head the finance di¬ 
vision. He said in Baltimore: “The manage¬ 
ment team here is looking forward with great 
enthusiasm to the expansion of this finance di¬ 
vision on a national scale.” His sons. Alvin 
and Raymond, both vice presidents, are also 
expected to join Korvette. 

NAC has about 609.000 common shares out¬ 
standing. about two-thirds of which are con¬ 
trolled by the Blank family. NAC Credit Plan 
A shares were quoted yesterday, over-the-coun¬ 
ter. at $7,125 bid. 

Korvette, traded on the New York Stock 
Exchange, closed at $42, up cents on the 
day on trading of 4,700 shares. 
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Korvette Acquisition 
Expected to Be Nucleus 
For Own Credit Unit 

NAC Handles Concern’s Charges 
In Baltimore Area; Expansion 
Planned for Card Operations 

as kjar 

By a Wall Street Journal Staff Reporter 

NEW VSKR -U. J. Korvette. Inc 's pur¬ 
chase of a Baltimore-based finance and per¬ 
sonal loan concern is expected to provide the 
nucleus of its own credit-financing operation. 

The department store chain, about 16% of 
whose sales are currently made on credit 
handled by finance concerns run by others, 
announced late Wednesday it agreed to pay 
118,774 of its common shares for NAC Charge 
Plan & Northern Acceptance Corp. of Balti¬ 
more. The transaction has an indicated value 
of almost $5 million. 

NAC currently handles Korvette charges in 
the Baltimore area but it is expected to be¬ 
come the nucleus of a “finance division” of 
Korvette, an NAC official said. Korvette will 
introduce its own charge card in areas where 
one isn’t currently available and it will be 
used in addition to “universal” cards accepted 
by Korvette, according to Jack Schwardon, 
Korvette’s president. Uni-Serv Corp. of New 
York currently services Korvette with its Uni- 
Card in the New York metropolitan area. 
Considerable Departure 

Acquisition of NAC, which is subject to ap¬ 
proval of the finance company’s stockholders, 
marks a considerable departure from Kor¬ 
vette’s recent interests. However, Joseph 
Lamm, executive vice president, recently said 
Korvette was considering taking over financ¬ 
ing of its own credit sales and branching into 
new fields. 

NAC handles credit cards for a number of 
Baltimore concerns. It financed credit sales 
totaling about $16 million last year. That figure 
is expected to rise to $20 million to $25 million 
this year, however, according to an NAC 
spokesman. Included in the projection is about 
$3 million in billings for a “professional” 

• charge plan that finances the bills of physi¬ 
cians and dentists. 

NAC also owns five small loan companies 
that specialize in consumer finance as well as 
personal loans. This business is also expanding, 

5 a spokesman said. 

NAC’s net profit last year rose to $256,563. 
j or 42 cents a share, from $190,150. or 30 cents 
a share, in 1963. Gross income advanced to 
$2,566,000 from $2,183,000. 

“Great Enthusiasm” 

Benjamin Blank, president of NAC, is ex¬ 
pected to join Korvette to head the finance di¬ 
vision. He said in Baltimore: “The manage¬ 
ment team here is looking forward with great 
enthusiasm to the expansion of this finance di¬ 
vision on a national scale.” His sons, Alvin 
and Raymond, both vice presidents, are also 
expected to join Korvette. 

NAC has about 609.000 common shares out¬ 
standing, about two-thirds of which are con¬ 
trolled by the Blank family. NAC Credit Plan 
A shares were quoted yesterday, over-the-coun¬ 
ter, at $7,125 bid. 

Korvette, traded on the New York Stock 
Exchange, closed at $42. up 12U cents on the 
day on trading of 4,700 shares. 
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Plans Changes 


tDORE B 

y>^rY pttp .Scores, 

the pioneer discounter that 
has interspersed a dramatic 
and tempestuous 25-year his¬ 
tory with several new man¬ 
agements, has another new 
one. 

If, as a result, the 52-store 
chain is again in motion, it 
may be symbolic that its 
new president, David Brous, 
39 years old, is an ener¬ 
getic, fast-talking merchant 
who always seems to be in 
motion himself. 

The newest management 
cycle has already generated 
a series of changes. After 
several years of consolida¬ 
tion in which no new stores 
were opened, four major 
units are planned for the next 
fiscal year beginning in Feb¬ 
ruary. Merchandise assort¬ 
ments have been realigned 
to emphasize more contempo¬ 
rary styling and taste. And 
imports have been cut back 
from about 33 per cent to 
only 10 per cent of inventory. 

Plan Is Described 

“Our plan in essence is to 
marry the discount store, de¬ 
partment store and chain- 
store concepts and to utilize 
the best features of each,” 
Mr. Brous said in a recent 
interview. 

Putting together the three 
retailing oncepts, he con¬ 
tinued, means that Korvette 
hopes to maintain the quick 
inventory turnover and price 
appeal of the discounter, the 
fashion instinct and national 
brand emphasis of the de¬ 



David Brous, new president of Korvette Department Stores, 


The New York Times/Tvrone Dukes 

outside his office here 


partment store and the “great 
buying power and merchan¬ 
dising sweep” of the chain 
stores. 

Already one of the largest 
discounters, although it has 
not maintained its former 
growth rate, Korvette has the 
advantages of many years as 
a discount chain and of being 
a chain-store operator “lo¬ 
cated right smack in the 
fashion capital,” he said. “We 
have upgraded our fashion 


and men’s apparel and by do¬ 
ing so we attracted new, bet¬ 
ter suppliers,” Mr. Brous con¬ 
tinued. 

A former Macy buyer of 
floor coverings who joined 
Korvette in 1965, he rose to 
merchandise manager, vice 
president of home furnish¬ 
ings and became executive 
vice president in 1971. He 
served as the chain’s number 
two man under Marshall 
Rose, who was both presi¬ 


dent of Korvette and of the 
Arlen Realty and Develop¬ 
ment Corporation. Early last 
year, Arlen’s merged with 
Spartans Industries, the par¬ 
ent company of Korvette 
which had been acquired by 
Spartans in 1966. 

Mr. Brous, a retail execu¬ 
tive since 1958, succeeded 
Mr. Rose as Korvette’s pres¬ 
ident last October. Mr. Rose 

Continued on Page 48, Column 2 


ISew Management at Korvette 
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Is Planning Series of Changes 


Continued From Page 47 

is now both Arlen’s president 
and chairman of the Korvette 
division. 

Aiming to generate a suc¬ 
cessful profit-improvement 
program, the new Korvette 
team appears to be pressing 
hard to get its house in 
shape in order to benefit 
from the real-estate exper¬ 
tise that Arlen’s, one of the 
country’s largest real-estate 
developers, offers. As Mr. 
Brous put it, “Arlen’s will 
enable us to grow dramatic¬ 
ally, so we are anxious to 
improve our internal opera¬ 
tions.” 

Under both Mr. Rose and 
Mr. Brous, a number of top 
executives have been en¬ 
ticed from such traditional 
department stores as Macy*s 
and Abraham & Straus. At 
least a half-dozen executives 
with this and similar back¬ 
grounds are expected to 
give Korvette the department- 
store technology to add to its 
existing discounter and chain- 
store skills. 


After consumer samplings 
that showed customers were 
impressed by the contempo¬ 
rary nature of certain depart¬ 
ments, the new management 
took steps to inject an “in 
and now” flavor to many of 
its apparel departments. In 
women’s tnd men’s wear, the 
effort has pushed up profits 
by more than 25 per cent, ac¬ 
cording to Mr. Brous. 

Imports were reduced be- ! 
cause the delayed deliveries ; 
involved tend to hurt the I 
fashion content that such j 
goods offer, Mr. Brous ex- ! 
plained. 

The Korvette expansion J 
program was halted several 
years ago to improve lagging 
profits, but, with income 
moving up, the new-store 
program is being reactivated 
Next year, a major depart¬ 
ment store appears a certain- ( 
ty in Flushing, Queens, as 
well as a new unit in Hamp¬ 
ton, Va. Two New York area 
stores are also planned for 
the Wall Street area and the 
Sunrise Mall in Massa- 
pequa, L. L L 































Korvette's “Discount House 
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Now Ranks 12th in Store Sales 


By VARTANIG G. VARTAN 

NEW YORK—At E. J. Cor¬ 
vette Inc. the executives 
chuckle over their favorite 
brokerage firm joke wherein 
a lady confides to her friend: 

“I’d never buy any Korvette 
stock. Their stores are so 
crowded you can’t get in to 
shop.” 

Chances are that by now 
both the lady and her friend 
are shopping at Korvette and, 
in the process, paying cus¬ 
tomer homage to the most 
amazing retail story of post¬ 
war America. 

When Korvette in 1948 
opened its door (one flight up 
in a cramped mid-Manhattan 
Bite), it looked like thousands 
of other new businesses filled 
with dreams and massive un¬ 
certainty. 

But for a hole-in-the-wall 
operation, it didn’t do badly. 
Sales the first year rang up 
$700 000. 

No Frills or Perfume 



KORVETTE CHAIRMAN 


is Eugene Ferkauf, 39. 


This is the first in a se¬ 
ries of big corporate suc¬ 
cess stories which will ap¬ 
pear from time to time on 
The Press Business Pages. 


eral times over. 

It was young, hustling Fer¬ 
kauf who left his father’s lug¬ 
gage business to open his 
small store in 1948. In time, 
his chain would open big 
stores in Long Island, Con¬ 
necticut, New Jersey, Penn¬ 
sylvania. 

As the 1950’s unfolded, 
Korvette went to Wall Street 
for expansion money, 
branched out to sell such 
items as blouses, umbrellas, 
vitamin B-12 (under its own 
brand name), sporting goods, 
lawn mowers. 

A new store boasts three 
floors, 44 departments—all 
air-cooled. 

So far, the chain has ex¬ 
panded without marrying any 
company on the outside. It 
has, however, been linked in 
engagement reports with half 
a dozen courting corpora¬ 
tions. 

Only last month, a possible 
merger folded with Food Fair 
Stores Inc., the Philadelphia- 
based supermarket giant. 





At first, Korvette was a dis,- 
count house, pure and simple. 
It sold luggage and appliances 
in no-frills surroundings. It 
did not spray perfume on its 
customers or hand them free 
orchids. 

Less than a dozen years 
later, Korvette sales are run¬ 
ning $29,000,000 for a single 
quarter—or at the rate of 
$115,000,000 annually. Earn¬ 
ings stubbed an occasional 
tde on the growth ladder, but 
now they’re climbing again. 

It is no longer a discount 
house with a frantic, let’s- 
xnove-the-goods-hey-boys look. 

“Today, we regard our¬ 
selves as a promotional de¬ 
partment store*” says a Kor¬ 
vette executive. 

“That means quality at a 
price.” 

. Among department store 
chains (Korvette now has 12 
stores and countless doors in 
fcur States), it ranks 12th in 
^sales. Korvette also points 
; proudly to itself as “the larg- 
•est low mark-up department 
store company in the coun- 
‘ try.” Its overhead runs about 
* half that of traditional de¬ 
partment stores. 

What are the reasons be- 


hind Korvette’s success? 

First, it offered low prices. 
Second, it expanded outlets 
while holding down relling 
costs. 

Ferkauf Cfells Plays 

Third, it has a young man 
(now 39) named Eugene Fer¬ 
kauf who is its undisputed 
genius and probably the most 
unassuming top executive in 
a company whose shares 
trade on the New York Stock 
Exchange. 

Price at yesterday’s close 
was 16 V 4 . 

Gene Ferkauf is a slender, 
serious-faced man without a 
desk of his own. He has ; 
never dictated a letter; he is J 
shy with strangers; at the an- ( 
nual meeting he sits chin-in¬ 
palm and never says a word. * 

But in the top ranks at Kor¬ 
vette there is no doubt that * 
Gene Ferkauf is the leader, ‘ 
the idea man, the boss who J 
passes on every key move. , j 
His official position is chair-! 
man of the executive commit- : I 
tee.- 

Also, he and his wife own 
32% of the stock, which 
makes him a millionaire sev- 


F. T. C. Accuses Korvette Chain 
Of Misleading Practices in Ads 

nru*iurcc WP Hill? It I 


EASINESS INFJ 


-The Federal Tra<fiP?£ftilAfe* 
sion has accuse d E. J. Korvette, 
Inc., discount department klmt 
chain, of a misleading practice 
in offering apparel with well- 
known, resort-area labels. 

The commission, in noting 
that Korvette spent more than 
$1,000,000 a year in advertis¬ 
ing its wares in stores in New 
York, New Jersey, Pennsyl¬ 
vania and Connecticut, charged 
that Korvette in 1959 adver¬ 
tised that merchandise it had 
obtained from specified retail 
shops and which were offered 
by them at higher prices could 
be purchased from Korvette at 
substantially reduced prices. 

In point of fact, the commis 
sion said, Korvette bought only 
a small number of items from 
the specialty stores and ar¬ 
ranged with them to have labels 
and price tags supplied on other 
garments made by the sup¬ 
pliers. Consequently, the orig¬ 
inal prices” of the resort-area 
shops actually never were ap¬ 
plicable to the merchandise. 

The commission also charged 
that the buyers of the merchan¬ 
dise offered by Korvette with 
the retail stores’ labels and 


atklied aAuJr 


ily did 


p ais a 1 -, I 

not Obtain savings equal to the 
-difference between the higher 
and the lower advertised prices. 

The commission also named 
three men’s retail shops in Bev¬ 
erly Hills and Palm Springs, 
Calif., and Las Vegas, Nev., and 
ten apparel manufacturers. 

William Willensky, president 
of Korvette, said that the com¬ 
mission’s complaint unfairly 
criticized advertising and sell¬ 
ing arrangements in common 
use by many department stores 
in this city, under which close¬ 
out arrangements are entered 
into with luxury shops in re¬ 
sort areas. He said Korvette 
actually bought unsold inven¬ 
tories from resort shops and 
also arranged with the shops 
and the manufacturers for the 
delivery of merchandise pre¬ 
viously ordered, or comparable i 
goods, in each case with the 
assent of the retailers. 

He said also that on several 
occasions Korvette had offered 
to review with the commission 
all aspects of \t» merchandising 
and advertising practices and 
was planning to contest the al¬ 
legations in the F. T. C. com¬ 
plaint. 




















Discount House Branch Will 
Be in Building at 47th St. 
Occupied by Sloane’s 


LATTER PLANS TO MOVE 


Home Furnishings Concern 
Founded in 1843 Expects 


to Remain on Avenue 

A ^SizkkJk) 


The first major discount 
house on Fifth Avenue will 
open next spring in premises 
occupied for years by a store 
that once catered to the car¬ 
riage trade. 

E. J .Korvette. Inc ^ win offer 
its vvTde Variety of cut-price 
merchandise at Fifth Avenue 


and Forty-seventh on the eight 
floors that have been occupied 
since 1912 by W. J. Sloane, pur¬ 
veyor of tasteful home furnish¬ 
ings. 


Sloane's, no longer under the 
management that founded it in 
1843, will move to another 
Fifth Avenue that has not yet 
been disclosed. 


William Willensky, Korvette’s 
president, said the new Fifth 
Avenue store in his chain would 
offer all goods at “Korvette’s 
customary low mark-up.” He 
said there would be a broad 
selection of fashions for men, 
women and children; home ap¬ 
pliances, cameras and other 
photographic equipment, toys, 
sporting goods, records, books, 
hardware, drugs, housewares 
and linens, furniture and car¬ 
pets. 


Korvette Chain 13 Years Old 
Korvette, founded thirteen 
years ago, has its headquarters 
in New York. It now operates a 
chain of twelve discount houses 
in four states. Mr. Willensky 
said the new establishment 
“will be the first department 
store on the world’s No. 1 shop¬ 
ping avenue operated on the 
contemporary retailing policy 
[discount selling] that Korvette 
has made so prominent*” 

The building has been leased 
by oKrvette from the Eastland 
Holding Corporation. Mr. Wil¬ 
lensky said both the interior 
and exterior would be renovated 
and “modernized.” 

When Sloane’s was founded 
by William Sloane its store was 
at 245 Broadway. Washington 
Irving dropped in occasionally 
for a chat, and Andrew Car¬ 
negie and his family made 
many purchases there. Through 
the years, other prominent per¬ 
sons bought home furnishings 
at Sloane’s. 

William Sloane at one time 
was a weaver, and his store be¬ 
came famous for its carpets, 
especially Oriental. 

Decorated Both Waldorfs 

The store decorted both the 
onld and new Waldorf-Astoria 
' Hotels, the Royal Hawaiian, Ho- 
• tel in Honolulu and other 
1 notable establishments. 

I Its clientel was not limited 
f to New Yorks or even Ameri- 
1 cans. It has been said that there 
is hardly a country in the world 
where Sloane’s has not laid a 
carpet or delivered a chair. 

Until a few years ago, Wil¬ 
liam Sloane’s descendants or 
their associates retained control 
of the enterprise, which now 
has several other stores in var¬ 
ious Eastern suburbs and on 
the West Coast. The new man¬ 
agement rests in an investment 
group headed by L. J. Novo- 

\|g rad - ^ 














By ISADORE BAR.V 

Eugene Ferkauf, who has just 
arranged a merger between his 
company, E. J. Korvette. Inc.. 
and Spartans Industries, Inc., 
which will be the surviving 
company, has an idea for a new 
retailing concept “that can re¬ 
peat the Korvette success story 
all over again.” 

But, now happy and relieved 
that he has been able to shift 
the burdensome administrative 
responsibility to Charles C. Bas- 
sine, Spartans’ chairman, the 
45-year-old Mr. Ferkauf will 
put his idea “on ice” so as not 
to distract the efforts to 
straighten out Korvette’s prob¬ 
lems. 

If he is still troubled by the 
business upheavals of the last 
year, in which several Korvette 
presidents and chairmen were 
ousted, it is, because he is senti¬ 


mental and 
sions come hard. 

He always tends to deprecate 
his own value and importance 
to Korvette and to his col¬ 
leagues. 

In his first interview in al¬ 
most five years, Mr. Ferkauf 
said the merger was “the right 
decision” after several wrong 
decisions. 

There are two reasons for his 
confidence in the decision to 
make Mr. Bassine the combined 
company’s chief executive offi¬ 
cer. president and chairman. 

One is that Mr. Bassine, who 
has built a $375-million-a-year 
discount retailing and apparel 
manufacturing business, is a 
“great administrator.” 

The second is that Mr. Bas¬ 
sine, whom he has known for 
many years, holds a “father 
image” for him. 

“My attitude today,” he ob¬ 


served, “is one of relief. I feel 
that I have finally found the 
man to run the Korvette opera¬ 
tion after many years. I could 
have made this marriage a few 
years ago, but I had reserva¬ 
tions. Don’t ask me what they 
were. I guess I just wasn’t ma¬ 
ture enough, but now it comes 
at the right time.” 

Now, he will be free to do the 
things that come naturally—go 
into the Korvette stores, view 
the Douglaston art gallery, help 
Mr. Bassine on merchandising. 

Much as the concept for a 
new type of store grips him (he 
has already translated it into 
figures” and it “comes off”), 
he is only anxious to help right 
Korvette’s reduced profits and 
its internal problems. 

What were his problems with 
Hilliard J. Coan, who, last 


Continued on Page 60, Column 1 




N.Y. Firm to Build 

9 

Four Stores Here 


kBOBKITCHEL .-V'*' TflE SPECIALITY SHOPS will com- 

r department store cliain ^ se another 26 000 s ^ uare feet. Korv- 
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A n o t h e 

coming to Greater Cleveland. 

The E. J. Korvette Co. of New York 
hopes to build four stores in this area by 
1973. It is part of Korvette's plans to dou¬ 
ble the 40 department stores it now has 
throughout the country. 

Korvette’s first store will be built on 
Snow Rd. in Brook Park. Real estate bro¬ 
ker Walter L. Slusher of Cragin, Lang, 
Free & Smythe announced plans for that 
store today. .£ Q % 

THE STORE WILL BE BUILT on 28 
acres just east of the Brookgate Shopping 
Center between Snow and Hummel Rds. 
It will be part of a $4,000,000 commercial 
complex that will include speciality 
stores and possibly an indoor movie thea¬ 
ter. 

“Because there’s quite a bit of prelimi- 
n a r y work to be done on the site, 
ground-breaking probably will not be un¬ 
til August,’’ Slusher said. “The store 
could be completed before Christmas.” 

Slusher said the department store will 
sell hard and soft-line goods, gourmet 
foods, pharmaceutical supplies and other 
items. It will have about 140,000 square 
feet on one level. 


ette probably will build those facilities 
and lease them, Slusher said. 

He said tentative plans call for a 
theater which would seat about 1200. 
Korvette would build and lease that also. 

The complex will have parking space 
for about 1600 cars, Slusher said. There 
will be two entrances from Snow and one 
from Hummel. 

Slusher, who arranged the sale of the 
28 acres from Snow Properties Inc., to 
Korvette, said it is uncertain where in 
Greater Cleveland Korvette would build 
its other stores. 

“Korvette wants to build three more 
department stores in Cleveland, probably 
by 1973, but has not selected the sites 
yet,” Slusher said. 

THE SNOW RD. TRACT is zoned com¬ 
mercially, so no rezoning is required. 
Brook Park officials still must approve 
the site plan and design. 

Korvette started in New York in 1948. 

In the past few years, Korvette has 
opened stores in large cities throughout 
the country. The Brook Park store will 
be the first one in Ohio. 




FERXAUB WEIGHS 
m RETAIL IDEA 

Continued From Page 51 

week was ousted as Korvette’s 
chairman? Mr. Ferkauf de¬ 
murred, but then added. “He— 
and the other members of his 
team—worked hard and made 
contributions to the company 
that we are going to benefit 
from.’* 

Other sources, however, said 
that Mr. Coan, who became 
Korvette’s chairman about a 
year ago after the big discount 
chain merged with Mr. Coan’s 
company, HiUs Supermarkets, 
had a series of policy splits 
with Korvette’s founder, Mr. 
Ferkauf. 

As Korvette’s profits lagged 
in the first half of this year, 
charges and counter-charges 
developed between the two ex¬ 
ecutives. Finally, some weeks 
ago, there was a glacial im¬ 
passe. 

Mr. Ferkauf, as the holder of 
19 per cent of the stock, had 
the board behind him, and Mr. 
Coan, who controlled about 10 
per cent, was forced to resign. 

Mr. Ferkauf flatly declared. 
“I myself, am at fault for many 
of our problems. I’m an old- 
fashioned retailer and I made 
mistakes. The door-to-door sell¬ 
ing campaign was a mistake. 
So was a store we operated in 
Italy. And there were others. 
You make mistakes to grow. 

I guess. The trouble is that 
many of my ideas are good, 
but the implementation of them 
creates the problem.” 

Another Merger Avenue 

Seeking to avert the worsen¬ 
ing problems of the company— 
the need for better coordina 
tion, financial and merchandis 
ing control— Mr. Ferkauf re¬ 
newed a latent Interest on his 
part and that of Montgomery 
Ward & Co. to merge. 

But both companies were too 
big. he said, and the merger 
might have meant that “many 
of my men would have to go—I 
didn’t want that.” 

Where will Korvette head 
now, as the major division of 
Spartans, should both compa¬ 
nies* shareholders agree to the 
merger at a special meeting 
to be held soon? Mr. Bas¬ 
sine, who was present during 
the interview, replied: 

qThe new company must 
first go through an “institu¬ 
tionalizing* process. This 
means that the internal opera¬ 
tions must be strengthened. A 
rein will be placed on expan¬ 
sion, and “our fundamental so¬ 
lidity first must be estab¬ 
lished.’* 

qThe food operations, which 
contrary to general belief do 
make money, will be made more 
profitable by the addition of 
nonfood items in the Korvette 
and Hills supermarkets. Higher 


name of the surviving company, 

__but that w e wanted the corpo- 

mark-ups will be obtained. And *f^e structure to be that of 



there will be no spin-off of the 
food operations, definitely.” 

q Perhaps the most severe 
problem, that of the furniture 
operations, will be the most 
painful, but “we have no 
thought of liquidating the fur¬ 
niture operations at this time, 
or in the future. We feel that 
we can eliminate the loss and 
turn it to a profit. But, if this 
problem is insoluable, then—” 
q Internal expansion is indi¬ 
cated, both in the Spartans’ dis¬ 
count operations, its apparel 
manufacturing operations, and 
in Korvette. Spartans will bene¬ 
fit by the addition of major 
appliances and other big-ticket 
hard goods, after a team of 
Korvette specialists study 
Spartans’ 93 discount stores. 

qMany of the Korvette exec 
utives are of “extremely” high 
caliber, and they will be given 
a much fuller rein. No presi¬ 
dent will be hired, but Mr. 
Bassine will hold this post for 
the time being. The strong like 
lihood exists that Murray Suss- 
man, president of Spartans, will 
become president of the merged 
company. In the meantime, a 
general merchandise manager 
will be appointed for Korvette 
and most likely he will come 
from inside the organization. 

qThe contemplated new par¬ 
ent company, Spartans Indus¬ 
tries, will have “Sears. Roebuck 
potential” both as to the capac¬ 
ity to expand much further tr r 
within and to open additional 
new stores, once the stabilizn" 
period is over. For the first 
time, Korvette’s will be affili¬ 
ated under a corporate umbrella 
with an apparel manufacturer, 
vis-a-vis Sears, and the benefits 
of this are obvious. 

qBut perhaps over-all both 
men stressed, the company will 
be operated by a chief executive 
officer who will have “a full 
rein of authority, a single voice 
of decision and action, whose 
supervision of human resources 
and whose stewardship of the 
company will be a coordinating 
and inspirational one.” 

Much interest has centered on 
the merger terms, which call for 
Korvette to issue 4.2 million 
.shares of a junior preferred 
■stock. These shares will be ex¬ 
changed on a one-for-one basis 


with an equivalent amount of 
Spartans’ common. The latter 
stock will disappear, after the 
trans^c r n and the name cf 
the parent company will change 
to Spartans. 

With more than five million 
shares of Korvette common out¬ 
standing, the preferred issue 
will be convertible into common 
and callable in five years at 
$22 each. 

Terms Being Studied 

The intricacies of the pre¬ 
ferred issue and the merger 
terms will be discussed in 
Washington today by lawyers 
of both Spartans and Korvette 
with the Securities and Ex¬ 
change Commission. 

"Is this a case of a mouse 
swallowing the cat?” Not at 
all. Mr. Bassine replied. “It may 
seem strange but we decided 
that Spartans w r ould be the 


Korvette. 

What w r as implied, of course, 
was the fact that Mr. Ferkauf 
was willing, both as to his own 
titles (still those of Korvette 
president, and executiyp com¬ 
mittee chairman) and as to the 
absorption of the Korvette 
name, to allow' Spartans to be¬ 
come the dominant concern. 

The brief hours of public ex¬ 
posure that Mr. Ferkauf allowed 
himself in interviews with The 
New York Times and with Time 
magazine are over. Adamant 
against talking with the press, 
Mr. Ferkauf said he would from 
now on revert to this policy, 
leaving all public contact to 
Mr. Bassine. 

The fact is that Mr. Ferkauf 
wants to be left alone — to be 
strictly a merchant—“I still 
marvel that people are willing 
to pav money for goods.” Even 
that Korvette is one of the na¬ 
tion’s retail giants with an an¬ 
nual rate of $725-milUon rep¬ 
resents an abstract element to 
him. 




































Korvette Faces the Task of Harnessing Its Strength 



RTIs Undergoing 
Big Shake-Up in 
Man 



Eugene Ferkauf, the chairman of the ex¬ 
ecutive committee and the new president. 


y rs ADOltlT ft Altai ASH 

A mighty retail entity with 
apparently unlimited potential, 
E. J. K orvette. Inc ., faces today 
the very 
strength it has developed. 

At a time when it looms as 
a potential Sears, Roebuck & 
Co., and when it will within the 
next two years probably sur¬ 
pass Macy’s New York as the 
largest-volume retailer in New 
York, the 17-year-old discount 
chain is undergoing a signifi¬ 
cant management shake-up. 

After recently operating un¬ 
der a triumvirate of top man¬ 
agement, a shift in one of the 
top posts, the presidency, with 
founder Eugene Ferkauf assum¬ 
ing a much more active role, 
indicates that the company has 
decided that it has been inade¬ 
quate in management. 

Mr. Ferkauf, a diffident 45- 
year-old idea man who doesn’t 
even, at this date, occupy an of¬ 
fice in Korvette’s headquarters, 
clearly has come face to face 
with the problems of bigness. 

It is one thing to expand at 
a fast rate and build customer 
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Tht New York Time* 

R. Hilliard Coan, chairman of E. J. Kor¬ 
vette, with Herald Square store model. 



Discount Chain Undergoing 
cant Shake-up 
Management 



Continued From Page 1 


loyalty on the basis of low mar¬ 
gin, wide assortments of goods. 

But it is quite evidently some¬ 
thing else to operate almost 40 
stores with an average annual 
volume of $20 million each and 
maintain the philosophy of of¬ 
fering the best of two worlds— 
department store services and 
depth of inventory and discount 
store prices"—while keeping ex¬ 
pense to sales ratios down sc 
that profit margins are ade¬ 
quate. 

Paradoxically, hints of man¬ 
agement changes cropped uj 
less than a week after the giant 
discount chain announced prob 
ably its most dramatic coup. 

This was to take over th< 
site of ailing Saks-34th Street 
at Herald Square, to renovate 
the eight-story building and to 
launch by early 1967 a discount 
department store topped by a 
seven-story Korvette Tower, for 
its executive offices. 

Stationed smack between two 
retail giants, Macy’s New York 
and Gimbels New York, the pro¬ 
posed Korvette’s store was hailed 
virtually as an inspirational 
move by friend and competitor 
alike. 

Effects Are Weighed 
Yet, the effort tended to ob¬ 
scure some of Korvette’s under¬ 
lying problems — how to stay 
Korvette without sacrificing its 
low-cost policy and how to cope 
with all the intricacies implicit 
in nationwide retailing. 

Although its stores do not 
range from coast to coast, Kor¬ 
vette is a far-flung chain. In 
addition to 17 stores in the New 
York-New Jersey metropolitan 
area, it has six in the Philadel¬ 
phia-New Jersey metropolitan 
area and stores in Connecticut, 
Chicago, Detroit and St. Louis. 

The 39 discount stores and the 
63 Hills-Korvette Food Centers 
are now running at an annual 
sales rate of about $725 million. 

With eight new stores planned 
between fiscal 1966 and 1967, or 
by July of the latter year, Kor-. 
vette’s annual volume will eas¬ 
ily reach $1 billion in sales—the 
first discount chain to climb to 
that high point. 

Giant Competition 
By comparison, Sears Roe¬ 
buck in the most recent fiscal 
year had sales of $5.7 billion; 

J. C. Penney Company, $2 bil¬ 
lion; Montgomery Ward & Co., 
$1.7 billion, and Federated De¬ 
partment Stores, Inc., $1.2 bil¬ 
lion. 



Before its merger with Hills, 
Korvette’s sales in the year 
ended Aug. 2,1964, totaled $485,- 
257,003, up from the previous 
[year’s $330,409,533. Net earn¬ 
ings, however, rose only slight¬ 
ly, to $6,752,304, from the pre¬ 
vious year’s $6,377,535. 

Primary problems that have 
prevented Korvette’s earnings 
from rising higher have been: 

q After starting out with a 
low-margin philosophy, the com¬ 
pany’s adoption of a trading-up 
program has tended to raise its 
average mark-up (percentage of 
selling price added to the cost 
of goods) so that it is not as 
competitively priced as it wasj 
[years ago. The company denies 
this; competition insists that it 
is true; but comparison shop¬ 
ping verifies it. 

qSome stores that have opened 
away from the New York area, 
particularly those in Baltimore, 
Chicago arid St. Louis, have not 
done as well as hoped, although 
they are making steady prog¬ 
ress. The cost of building cus¬ 
tomer loyalty in areas removed 
| from New York, where Korvette 
has been known for 17 years, 
[has run considerably higher than 
expected. 

<JThe trading-up program it¬ 
self, in the opinion of both fi¬ 
nancial and industry sources, 
raised, the question of whether 
Korvette may not be losing its 
image with the middle-income 
customer. One reason, these 
sources say, for the resignation 
of Jack Schwadron as president 
has been top-management con¬ 
cern that under his tenure there 
has been too much "high fash¬ 
ion’’ and not enough concentra¬ 
tion on basic or staple fashion 
goods. 

qInvestors and Wall Street 
observers have been particular¬ 
ly critical of the company’s 
rapid expansion, especially since 
earnings have been plowed back 
into this program and dividends 
have not been issued. However, 
many investors consider Kor¬ 
vette a good long-range stock 
because of its amazing success, 
despite the lack of payout. Nev¬ 
ertheless, the expansion plan 
rankles. 

qThe recent results for the 
13-week period ended May 2 
showed a larger loss than in the 
corresponding period last year 
—a development that shocked 
investors, who knew that earn¬ 
ings were only slightly larger 
in the year that ended Aug. 2, 
1964, compared with the previ¬ 
ous year. 

‘Retailing Revolution’ 
Negative factors aside, and 
competitors’ criticisms notwith¬ 
standing, Korvette’s accomplish¬ 
ments since Mr. Ferkauf opened 
the first "store," a second-story 
loft on West 48th Street in Man¬ 
hattan in 1948, have generated 
a "retailing revolution." 

Quickly surrounding himself 
with more than a dozen trusted 
friends and employes, many of 
whom are still with him, Mr. 
Ferkauf opened stores in White 
Plains, Hempstead and Carle 
Place, L. I. 

He developed a habit—irritat 
ing to man> of the "conven 
tional” retailers—of taking over 
sites of stores that were having 
problems and proving that, a^ 
Korvette advertising proclaims: 
"Everybody Loves a Bargain." 

In due course he succeeded in 
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Korvette Is Planning to Open 
A Shopping Center in Pelham 


E. J. Korvette, Inc., will open 
a 21-acre shopping center in 
Pelham, N. Y., on or before 
next Jan. 1. It will include a 
220,000-square-foot Korvette de¬ 
partment store, the company 
disclosed this weekend. 

The new center will be on 
U.S. Route 1 and the Boston 
Post Road, just south of the 
Hutchinson River Parkway, at 
Pelham. In addition to four 
Long Island stores and six in 
New York City, Korvette also 
operates stores in Scarsdale, 
Port Chester, and Nanuet, N.Y. 
The new Pelham unit will offer 
general merchandise and home 


furnishings and will have a sep¬ 
arate Hill’s-Korvette Food Cen¬ 
ter of 32,000 square feet. 

In the fall of 1966, prior to 
the opening of Korvette Herald 
Square, at 34th Street in Man¬ 
hattan, Korvette will open the 
first surburban shopping center 
in Brooklyn. The company de¬ 
clined to specify the area, al¬ 
though it is known to have 
looked at sites in the borough’s 
Flatlands and Bensonhurst sec¬ 
tions. 

And, during the ensuing year, 
Korvette also plans to open a 
fifth Long Island store and an 
additional store in the metro¬ 
politan New York area. 


locations of stores that had 
problems—Oppenheim Collins in 
Brooklyn and the old W. & J. 
Sloane store on 47th Street and 
Fifth Avenue in Manhattan. 

Presumably, Korvette’s man¬ 
agement is confident that it will 
emulate this in taking over the 
Saks-34th Street site, at Herald 
Square, after this store closes 
July 1. 

In retrospect, a company ex¬ 
ecutive noted, Korvette’s two 
most significant decisions were 
to carry the widest assortment 
of merchandise of any discount 
chain and to expand widely out 
of the New York area—name¬ 
ly, to Chicago, Detroit and St. 
Louis. 

There are, of course, deci¬ 
sions that—also in retrospect- 
showed Korvette’s was extreme¬ 
ly forward-thinking. 

After starting out primarily 
as a seller of hard goods, such 
as home furnishings, the man¬ 
agement decided to go into ap¬ 
parel in a big way while simul¬ 
taneously expanding the size of 
the new stores and taking prime 
locations, with large population 
pools and adequate parking, in 
suburban areas. 

Recent Problems 

Korvette’s has been unable 
for a number of years to acquire 
national brands in soft goods 
(such as apparel) primarily, and 
to some extent in appliances, 
which it could sell 20 per cent 
to 25 per cent below list price. 

Korvette’s has prevailed on 
« number of leading national - 
brand producers to manufacture 
goods for the chain under its 
own label. 

Today 90 per cent of its soft 
goods is sold under the various 
Korvette store labels, while the 
same percentage of its hard 
lines has national brands. 

One reason for this is the fact 
that, unlike apparel, in which 
producers maintain a close con¬ 
trol of their franchises by sell¬ 
ing direct to retailers, hard- 
goods producers sell through 
distributors, who set their own 
lines of distribution. 

After several years of unprof¬ 
itable operations in its 22 super¬ 
markets, Korvette merged with 
[Hill’s Supermarkets, Inc., a 
Long Island chain, in an effort 
to acquire proven successful 
management in the food field. 

New Chairman Elected 


Hilliard J. Coan, Hill’s presi¬ 
dent, was elected chairman of 
Korvette’s board about two 
weeks ago as part of what ap¬ 
peared to be a minor reshuffling 
of titles of a number of Kor¬ 
vette’s long - time executives, 
most of them old friends of Mr. 
Ferkauf. 

Mr. Schwadron, formerly gen¬ 
eral merchandise manager of 
"eady-to-wear for Alexander’s 
Department Stores, Inc., joined 
Korvette’s in the same capacity 
in February, 1961, and subse¬ 
quently was elected a vice pres¬ 
ident. 

A year ago he was elected 
president of the company, in an 
apparent effort to provide an 
even greater emphasis on fash 
ion merchandising. 

The announcement at the 
weekend of Mr. Schwadron’s 
resignation surprised many who 
have viewed the youthful presi¬ 
dent as a resounding success. 

‘Honest Differences’ 

His personal friendship with 
Mr. Ferkauf, which began about 
\ive years ago when Korvette’s 
and Alexander’s had discussed 
merger possibilities, evidently 
;vas insufficient to surmount 
what Mr. Ferkauf termed "hon- 
2 st policy differences." 

As it now stands, the situa- 
ion presents the unusual ple¬ 
ura of an able 38-year-old ex- 
mi ive who, at the peak of his 
' ;er, has resigned to become 
. r msultant. 

Mr. Ferkauf in his announce- 
n ?nt credited Mr. Schwadron 
with considerable accomplish- 
rrnt in his role with Korvette. 

Mr. Ferkauf — who spends 
much of his time visiting Kor¬ 


vette stores around the country 
—is prone to drop into any of 
his colleague’s offices with a 
simple request: "Look—how do 
you think we can get more 
business ?’’ 

A great traveler by plane, 
Mr. Ferkauf not only has no of¬ 
fice at Korvette’s present head¬ 
quarters, 1180 Avenue of the 
Americas in Manhattan, but 
also has no secretary as well. 

If there is any, it is probably 
Shirley," the switchboard op¬ 
erator, who handles his mes¬ 
sages. 

Now, however, in the light of 
the most recent development, 
Mr. Ferkauf may well be found 
in his own office at the present 
executive suite, or when it is 
moved late next year or in 1967 
to the new Korvette Tower. 

Needed: Executive Sinew 

It is also quite evident that 
Mr. Coan, with whom Mr. Fer¬ 
kauf will share the top super¬ 
vision of the chain, was ele¬ 
vated recently because of the 
founder’s recognition that more 
executive sinew was needed. 

Other prognostications about 
Korvette’s follow: 

At least some of the easy in¬ 
formality of the Korvette head¬ 
quarters, so different from the 
protocol of most leading retail 
chains, will vanish. 

A good bit of Mr. Ferkauf’s 
outwardly easy-going personal¬ 
ity will still create some atmos¬ 
phere of informal friendliness, 
but the recent downgrading of 
a number of old cronies in the 
face of the company’s problems, 
plus the "no strings" level-head¬ 
edness of Mr. Coan, are apt to 
change things in Korvette’s ex¬ 
ecutive suite. 

The expansion program will 
continue, both within existing 
Korvette areas of operations as 
well as in new cities. 

For example, the company 
has no Southern stores below 
Baltimore and none west of St. 
Louis. It is safe to guess that 
stores, say, in Atlanta, Miami 
and in California, as well as the 
Southwest, are inevitable. 

Even greater stress will be 
placed on assuring that basic or 
staple goods will always be in 
stock, through the latest inven¬ 
tory control methods of elec¬ 
tronic data processing. 

Does Korvette have a Sears 
Roebuck complex? Probably. 
The company’s executives ad¬ 
mire Sears above all other 
chains, shop the chain’s stores 
and admittedly don’t mind bor¬ 
rowing an idea here and there 
from it. 

Even though Korvette dropped 
its door-to-door selling program 
after two years, there is a pos¬ 
sibility it will try further to 
emulate Sears by going into ' 
catalog selling. 

Mr. Ferkauf, one of retailing’s 
authentic pioneers despite the 
sour-grapes criticisms of some 
of his competitors, has been 
wise enough to surround him¬ 
self with an increasing number 
of qualified executives. 

Chances are that, within the 
coming months, there will be 
even more new faces in Kor¬ 
vette’s executive chambers. 








































































. rofits Gain at Korvette Stores 

im mi AND PUBLIC UBKfll* 


OIWUIIO W»W 
-lOSJNESS *T“ 

But ’67 Sales DmM!' 
at Largest Unit 
of Spartans 


By ISADORE BARMASH 

The E. J. Korvette discoun t 
department Stores, tne largest 
division of Spartans Industries, 
Inc., showed improved profits 
in its fiscal year ended July 31, 
but its sales declined below 
the preceding year’s. 

Charles C. Bassine, who is 
now completing a year as 
chairman and chief executive 
officer of the merged company, 
said that the Korvette business 
failed to show an increase be¬ 
cause no new stores were 
opened during the year and its 
sales reflected the erratic pat¬ 
tern of general retail activity. 

However, the division’s bot¬ 
tom-line performance was im¬ 
proved as a result of “better 
controls over markdowns, 
shrinkage and inventory,” he 
said. 

In an interview, Mr. Bassine 
reported that Spartans Indus¬ 
tries’ corporate sales would 
show a gain in sales and earn¬ 
ings for the year just ended. 



Corporate Totals for 
Year Expected to 
Show Increase 



reWhtlyeir should run in ex¬ 
cess of $ 1.2-billion, said Mr. 
Bassine. The company achieved 
a sales gain despite a setback 
in the Korvette sales of 
‘large-ticket” home furnishings, 
such as major appliances, home 
electronics and air condition¬ 
ers, he said, as well as the 
“roughest” year in the history 
of Spartans’ apparel manufac¬ 
turing operations 
Although the apparel enter¬ 
prises showed a sales increase 
for the year, “our profits 
eroded, because we had to 
compete with the ‘dumping’ ef 
forts of higher-priced makers 
who were suffering sales re¬ 
verses,” he said. In addition, a 
highly unpredictable weather 
Exact figures, however, will not pattern combined with a “gen- 
be available until auditing is eral letdown in the economy” 


completed. In the year ended 
July 31, 1966, pro-forma re¬ 
sults of Spartans Industries 
and E. J. Korvette, Inc., showed 
sales of $1,075,657,959 and net 

income of $7,988,290. - —z- - _ - 

Spartans’ total sales for thelContmuedonPageSS.ColumnS 


to adversely affect apparel 
manufacturing sales, Mr. Bas¬ 
sine said. 

However, the company made 
money on its apparel business, 
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Antitrust Action to Bar Bid 


for Control Also Names 


the Schwabro Corp. 

j^A^D ftlls-ZAL 


By ED' 


Alexander’s Department 

Stores, Inc, filed suit yesterday 
in Federal Court seeking to pre¬ 
vent E. J. Korvette, Inc., from 


gaining control of Alexander's. 

The action, charging viola¬ 
tions of the Clayton Antitrust 
Act, seeks treble damages of 
$10,500,000. It named as de¬ 
fendants Korvette and the 
Schwabro Corporation. 

Alexander’s and Korvette are 
competitors in the retail, self- 
service, high-volume, low mark¬ 
up, large-area store field. The 
suit was brought under that 
section of the antitrust laws 
that seeks to protect trade 
against unlawful restraints, 
monopolies and combinations. 


Holding in Alexander’s 

For many years before last 
Feb. 23, Schwabro owned 124,176 
shares of Alexander’s voting 
common stock, wlich amounted 
to 21 per cent of the entire vot¬ 
ing stock of 597,006 shares. 

The majority stock owners of 
Schwabro are three brothers, 
Louis, Jack and Arthur Schwa- 
dron. At times, each has held 
a post at Alexander’s as an offi¬ 
cer, executive or director. 

Mr. Louis Schwadron is a 
sister of George Farkas, chair¬ 
man of Alexander’s. 

The suit said that for some 
time prior to Feb. 23 Korvette 
had sought to induce Mr. Far¬ 
kas to merge the two businesses 
and that Mr. Farkas consistent¬ 
ly rejected these offers. 

Alexander’s contended that 
the result of such a merger 
j would be to lessen competition 
' in violation of the antitrust 
laws. 
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Korvette Deal Cited 
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On Feb 23, the suit said, Kor¬ 
vette entered into an agree¬ 
ments with the Schwadron 
brothers and other members of 
their family for the purchase 
of their Alexander’s common 
Stock. In return, they were 
to receive 83,800 shares of Kor- 
vette’s common stock and 
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$ 1 , 200 , 000 . 

As a result, Alexander’s con¬ 
tended, Schwabro is now a 
wholly owned and operated sub¬ 
sidiary of Korvette. 

In addition. Jack Scmwadron. 
a vice president and director of 
Alexander’s merchandising op¬ 
erations, left Alexander’s and 
was elected a vice president of 
Korvette. Arthur Schwadron, 
an Alexander’s executive, be¬ 
came merchandising manager 
for Korvette. 

On March 15 Korvette en¬ 
tered into an agreement with 
other owners of Alexander’s 
common stock. Korvette was 
granted an option until Aug. 10 
to buy 130,450 shares for 
$5,240,346, which would give it 
an additional 24 per cent of 
the stock. 

Bid for Control Alleged 

Alexander’s said that if the 
court permitted Korvette to ex¬ 
ercise its options it would have 
45 per cent of the voting com¬ 
mon stock of Alexander’s. The 
suit said that this move was 
designed by Korvette to gain 
control of Alexander’s. 

Alexander’s also charged that 
Korvette had enticed away 
many of its key employes. It 
also accused Korvette of issuing 
false and defamatory state¬ 
ments concerning Alexander’s, 
advising various manufacturers 
that they should cease doing 
business with Alexander’s. 

Alexander’s said that it had 
been damaged to the extent of 
$3,500,000 and under the anti¬ 
trust laws it was seeking three 
times this amount. 

In addition, the suit seeks 
permanently to enjoin Korvette 
from acquiring, directly or indi- 


ALEXANDER’S SUES! 
E. J. KORVETT E CO. 

Qontinued From Page 85 

Wtly, any additional shares in 
Alexander’s. 

Divestment Sought 
It also asks the court to force 
Korvette to divest itself of its 
present Alexander’s holdings, 
and to prevent Korvette from 
voting the Alexander’s stock 
it holds. 

The suit said that the business 
of Alexander’s and Korvette in 
the metropolitan area exceeded 
$200,000,000 a year, about equal¬ 
ly divided between the com 
petitors. 

It asserted that one competi¬ 
tor, Klein's Department Stores, 
Inc., had a gross volume of 
$98,000,000 a year and another, 

i* ^ ***% Inc - d id business 
of $75,000,000 a year. 

Alexander’s said that It bought 
from the same concerns that 
supplied Korvette and that they 
advertised in the same newspa¬ 
pers—sometimes the identical 
products at the same time. 

The suit was filed for Alex¬ 
ander s by the law concern of 
Durante & Bartel. 
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'Door-to-Door Sales 



E, J_ iiayv<4t¥ Kie l tie 

tions biggest discount store 
chain, will soon start selling 
cosmetics door-to-door, it was 
learned yesterday. 

Informed sources said the 
discount operator would begin 
the new venture within the 
next two months and would 
market a full line of women’s 
cosmetics under its own brand 
name. A line of men’s cos¬ 
metics will be introduced later. 
A spokesman for Korvette, 
which prefers to call its 
stores “promotional depart¬ 
ment stores” rather than dis¬ 
count houses, had no comment 
to make on the operation. 

It is understood that Kor¬ 
vette may later extend door- 
to-door selling to include other 
products. The company oper¬ 
ates fifteen stores and will 
open its Fifth Avenue store in 
the old W. & J. Sloane build¬ 
ing at Forty-seventh Street 
^earlv next month. 
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Chief Executiv6%&& ftB/ ^ost 
as Schwadron Resigns 

Ferkauf. who 
• Korvette. Inc.. 


By ISA 
Eugene 
founded E 

with one _ ^ 

saw 11 fiTow to a $725-million- 
i year discount chain, assumed 
the company's presidency yes¬ 
terday. 

The move was obviously in¬ 
tended to slow the company's 
recent shift toward hisrher- 
dise ed ’ hlgh ' fashion hierchan 

Jack Schwadron. 38 years old 
resigned as president, as had 

SKJJ'W He had bee « 

elected to that post last August 
three years after he left Alex¬ 
anders Department Stores, Inc 
»o join Korvette as general mer¬ 
chandise manager. 

Both Mr. Schwadron and Mr. 
Ferkauf said in a prepared 
statement that Mr. Schwadron 
had submitted his resignation 

!°„„ that . h f C0llld esta blish his 
own retail and merchandising 
consulting concern. Korvette 
which already has a dozen con¬ 
sultants. will be Mr. Schwad¬ 
ron s first client, and, Mr. Fer- 
kajjf said, the discount chain 
will be the new consultant's 
principal client. 

Policy Kift Noted 

At the same time, both exe¬ 
cutives conceded that Mr 
Schwadron’s decision to leave 
Korvette arose from policy dif¬ 
ferences between them. 

New of the Korvette changes 
caused a surge of activity in 
the company’s stock that made 
it the second most actively 
traded issue on the New York 
Stock Exchange yesterday, 
with a turnover of 96.800 
shares. The stock closed at 38 L. 
down 2 points, after selling dur- 
a low of 

36 *2 • 

| In other mangement changes, 
[George Schwartz was elected 
a director and senior vice presi¬ 
dent for mercantile operations 
at a board meeting held yester¬ 
day morning. Mr. Ferkauf. 45. 
who was elected president at 
the same meeting, also will con¬ 
tinue in his present posts as 
chief executive officer and 
chairman of the executive com¬ 
mittee. 

Mr. Schwartz had joined Kor¬ 
vette about six months ago as 
vice president in charge of 
merchandising, after long 
serving as a vice president of the 
McCrory Corporation, which 
operates the Lerner and Lane 
Viains of popular-priced wom- 
| s specialty stores.^ Me 
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NegffHates to Merge Hill’s 
Supermarkets With Its 



By C 

E. J. Korvette, Inc., which 
0pei , wfce?f"^"l?TT'S'tTT*TfP , *?TT} | i9C0Unt 

stores and 21 supermarkets, is 


planning to expand its food 
operations. 

Merger discussions are being 
held with Hill’s Supermarkets, 
Inc., which operates 41 units 
in Long Island, Brooklyn, the 
Bronx and Manhattan. 

Hill’s would be merged into 
Korvette, if the proposed trans¬ 
action is consummated, accord¬ 
ing to Jack Schwadron, presi¬ 
dent of Korvette and Hilliard 
Coan, chairman and president 
of Hill’s. In their brief an¬ 
nouncement yesterday, it was 
said the plan would be sub¬ 
mitted to the boards of direc¬ 
tors soon. 

Terms have not been worked 
out, according to a spokesman 
for Korvette. who said the 
transaction also would be sub¬ 
ject to approval of sharehold¬ 
ers of both companies. 


Also in MidweMi 

«I Korvette now operates food 
units adjacent to some of its 
department stores. It is likely 
that Hill’s management would 
take over the operations of 

S te’s supermarket busi- 
- > - .. 

year Korvette expanded 
e Midwest retail market 
by opening four Korvette Citys 
in the suburbs of Chicago and 
three in Detroit. Two more will 
be opened next month in St. 
Louis. Other stores are located 
in New York, New Jersey, Con¬ 
necticut, Maryland, Virginia, 
Washington, D. C., and Penn¬ 
sylvania. 

Today Korvette will open its 
new Staten Island store, its 15th 
unit in metropolitan New York, 
and the 34 th in the chain. 

By July, 1965, the target 
date for the completion of the 
present expansion program, the 
company has stated earlier, “we 
expect to be operating 40 de¬ 
partment stores and 28 super¬ 
markets.” 

Should the Hill’s Supermar¬ 
ket deal go through, the goal 
would be exceeded by a large 
margin. 

Hill’s Supermarkets, in its 
last fiscal year ended Nov. 30, 
had sales of $93,119,552 and net 
income of $955,976, or $1.40 a 
share, on its Class A and B 
stock. Total assets at that time 
were listed at about $16 million. 

The stock has been very 
active in the last few days on 
the American Stock Exchange, 
where it gained 1 point on Tues¬ 
day, to 24%. It exceeded this 
high for the year yesterday 
with other 1% point advance, 
to 25%. 

Korvette stock has been 
strong for several days, adding 
2 points last week to close at 
36% and another point so far 
this week with yesterday’s final 
quotation on the Big Board at 
37%. 

Earnings for its latest fiscal 
year ended Aug. 2 are not yet 
available, but it is estimated 
that sales will reach a record 
$485 million and earnings have 
been projected in the financial 
community between $1.50 and 
$1.75 a share. In the 1963 fiscal 
year, Korvette earned $6,045,- 
535, or $1.45 a share, on sales 
of $330,409,533. For the nine 
months to last April 26, sales 
were $354 million, with earn¬ 
ings at $5.9 million, or $1.18 a 
share. 





















